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BEFORE THE
I LLI NOI S COMMERCE COWMM SSI ON

I N THE MATTER OF:

NORTHERN | LLI NOI S GAS COMPANY
d/ b/ a NI COR GAS COMPANY

Proposed general increase in
natural gas rates (Tariffs filed
on November 4, 2004).

N Nl N N N N N N N N

Chicago, Illinois
May 25, 2005

Met pursuant to notice at 9:00 a.m

BEFORE:

MR. | AN D. BRODSKY and MR. THOMAS G. ARI DAS,

Adm ni strative Law Judges.

APPEARANCES:

FOLEY & LARDNER, LLP, by
MR. E. GLENN RI PPl E and
MR. JOHN P. RATNASWAMY and
MR. CHRI STOPHER ZI BART
321 North Clark Street, Suite 2800
Chicago, Illinois 60610
Appearing for Northern Illinois Gas;

MR. DAVID |I. FEIN
550 West Washi ngton Boul evard, Suite 300
Chicago, Illinois 60661

Appearing for Constellation NewEnergy

No. 04-0779
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APPEARANCES: (Cont'd

MS. LEI JUANA DOSS

ASSI STANT STATE'S ATTORNEY
69 West Washi ngton Street,

Chicago, Illinois 6
Appearing for
[111nois;

MR. JOHN C. FEELEY,

)

0602

Suite 3130

t he People of Cook County,

MR. JOHN J. REIl CHART,
MR. CARMEN L. FOSCO and

MS. CARLA SCARSELLA

160 North LaSalle S

Chicago, Illinois 6
Appearing for

MS. FAITH E. BUGEL

35 East Wacker Driv

Chicago, Illinois 6
Appearing for

treet,
0601
St af f;

Suite C-800

e, Suite 1300

0601

Environmental Law & Policy
Center of the M dwest;

MR. MARK G. KAM NSKI and

MR. RI SHI GARG

100 West Randol ph S

Chicago, Illinois 6
Appearing for
State of Illin

treet,
0601

11t h Fl oor

t he People of the

0i S;

MR. ROBERT J. KELTER
208 South LaSalle Street,

Chicago, Illinois 6
Appearing for

0604
CUB;

Suite 1760
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APPEARANCES: (Cont'd)

DLA Pl PER RUDNI CK GRAY CARY US, LLP, by

MR. CHRI STOPHER J. TOWNSEND and

MR. W LLI AM A. BORDERS

203 North LaSalle Street, Suite 1500

Chicago, Illinois 60601
Appearing for M dAmerican Energy Conpany,
Direct Energy Services, LLC, Interstate Gas
Supply of Illinois, Inc., U S. Energy Savings
Cor poration and WPS Energy Services, Inc.,
collectively as Retail Gas Suppliers;

ROWLAND & MOORE, LLP, by

MR. STEPHEN J. MOORE

200 West Superior Street, Suite 400

Chicago, Illinois 60610
Appearing for Dom nion Retail, Inc., and
Busi ness Energy Alliance and Resources;

LUEDERS ROBERTSON & KONZEN, LLC, by

MR. R. ERI C ROBERTSON and

MR. RYAN ROBERTSON

P.O. Box 735

1939 Del mar Avenue

Granite City, Illinois 62040
Appearing for I1EC;

MS. RONI T BARRETT
224 South M chigan Avenue, Suite 1100
Chicago, Illinois 60603
Appearing for Vanguard Energy Services, LLC.

SULLI VAN REPORTI NG COMPANY, by
Kerry L. Knapp, CSR
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W t nesses:

David J. Effron

John M. Oron

James L. Cri st

Nei |l Anderson

Chri st opher Thomas
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In Evi dence

EXHI BIL TS
Number For ldentification
AG No. 1.0
AG No. 1.3 1122
CNE No. 1.0
CNE No. 2.0
NI COR No. 56 1180
STAFF No. 6
STAFF No. 15
STAFF No. 24
BEAR No. 1
BEAR No. 2 1195
JLC No. 1
JLC No. 2
VANGUARD No. 1
VANGUARD No. 2 1204

CuB CCSAO No. 1.0
CuB CCSAO No. 3.0
CuB CCSAO No. 1.9
CUB CCSAO No. 1.10

1126
1126

1174
1174

1194
1194
1194

1195
1195

1198
1198

1209
1209

1222
1222
1222
1222
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JUDGE BRODSKY: Pursuant to the direction of the
I1'1inois Commerce Comm ssion, | now call Docket
No. 04-0779. This is the general increase in gas
rates from Nicor.

May | have the appearances for the record,
pl ease, starting with the conmpany.

MR. RI PPI E: On behalf of Northern Illinois Gas
Conmpany, Glenn, two Ns, Rippie, Ri-p-p-i-e, and John
Rat naswany, R-a-t-n-a-s-w-a-my, both of the law firm
of Foley & Lardner, LLP, 321 North Clark Street,
Suite 2800, Chicago, Illinois 60610.

JUDGE BRODSKY: Staff?

MR. REI CHART: Appearing on behalf of the Staff
of the Illinois Commerce Comm ssion, John Reichart
Carla Scarsella, John Feeley, and Carmen Fosco. Our
address is 160 North LaSalle, Chicago,

I11inois 60601.

MR. KAM NSKI : Mar k Kam nski and Rashi Garg of

the Illinois Attorney General's Office, 100 West
Randol ph Street, Chicago, Illinois 60601, on behalf
of the People of the State of IIllinois.

MR. KELTER: On behalf of the Citizens Utility
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Board, Robert Kelter, 208 South LaSalle, Suite 1760,
Chi cago 60604.

MS. BUGEL: On behalf of the Environmental Law &
Policy Center, Faith Bugel, B-u-g-e-l, 35 East Wacker
Drive, Chicago, Illinois 60601.

MR. FEIN: On behalf of the Constellation New
Energy Gas Division, LLC, David I. Fein, 550 West
Washi ngton Boul evard, Suite 300, Chicago 60661.

MR. MOORE: On behal f of the Dom nion Retail,

I nc., and Business Energy Alliance and Resources,
LLC, Stephen Moore of the law firm of Row and &
Moore, 200 West Superior Street, Suite 400, Chicago,
Il'linois 60610.

MR. BORDERS: W Il liam A. Borders and Chri stopher
Townsend, DLA Piper Rudnick Gray Cary, 203 North
LaSalle, Suite 1900, Chicago, Illinois 60601, on
behal f of M dAmerican Energy Conmpany, Direct Energy
Services, LLC, Interstate Gas Supply of Illinois,
U.S. Energy Savings Corporation, and WPS Ener gy
Services, Inc.

MR. RYAN ROBERTSON: Eri c Robertson and Ryan

Robertson, Lueders, Robertson & Konzen, on behal f of
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I EC, 1939 Del mar

I'1'linois 62040.
JUDGE BRODSKY:

right. Let the re

appear ances.

Avenue, Granite City,

Any ot her appearances today?

cord reflect there are no further

s the AG ready to proceed?

MR. KAM NSKI :

Yes, your Honor.

(Wher eupon, AG

Ex

mar ked f or

as
(W

JUDGE BRODSKY:

hibit No. 1.3 was

of this date.)
t ness sworn.)

Thank you.

DAVI D J. EFFRON,

called as a witnes

identification

s herein, having been first

sworn, was exam ned and testified as foll ows:

DI RECT EXAM NATI ON

BY

MR. KAM NSKI :

Q Good nmorn
identify yourself

record.

ing, M. Effron,

spelling your

| ast

name for

duly

the

Al |

could you pl ease
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A My name is David J. Effron, E-f-f-r-o-n.

Q M. Effron, do you have before you the
rebuttal testimony of David J. Effron on behal f of
the People of the State of Illinois marked as AG
Exhi bit 1.3?

A Yes, | do.

Q And this consists of 23 pages of typewritten
guestions and answers?

A Yes, that's correct.

Q And 17 pages of attached exhibits?

>

Yes.

Q Did you prepare this testimony?
A

Yes, | did.
Q | f asked the questions therein now, would
your questions be those -- would your answers be

t hose provided in the witten testinmony?

A. Yes.

Q M. Effron, do you have before you the
direct testinony of David J. Effron on behalf of the
Peopl e of the State of Illinois marked as AG
Exhibit 1.07?

A. Yes, | do.

1123



10

11

12

13

14

15

16

17

18

19

20

21

22

Q And this consists of 29 pages of typewritten

guestions and answers?

A. Yes.

Q And 14 pages of attached exhibits?
A Yes.

Q And did you prepare this testimny?
A Yes, | did.

Q And with the exception of those changes
reflected in your rebuttal testinmony, if asked the
gquestions therein now, your answers would be those
provided in this witten testinony?

A. Yes, they woul d.

Q Referring back to your rebuttal testimony
Exhibit 1.3, there was a change offered, | believe
on May 11th; correct?

A. Yes.

Q Coul d you descri be that change.

A. Yes. That change, very sinply, on Page 13
of the rebuttal testimny, AG Exhibit 1.3, on
Line 14, changed what should have been the word
"would," w-0-u-l-d, to should, s-h-o-u-I-d.

Q And there are no other changes to that
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document ?

A There are no other changes.

MR. KAM NSKI : Thank you.

Your Honor, at this time, we offer both AG
Exhibit 1.0 and AG Exhibit 1.3, subject to cross.

JUDGE BRODSKY: Is there any objection?

MR. RATNASWAMY: It's not an objection, but is
there still a confidential version versus a public
version of one or both of these?

MR. KAM NSKI: My understanding is there is a
public and confidential version of each. So |l --1"'m
amendi ng that and | would offer both the public and
confidential versions of this document. They are
both the errata version of the 1.3 and the original
of 1.0 having confidential and -- proprietary and a
public version that have been filed on E-docket.

JUDGE BRODSKY: Okay. That will be in here.
Then we' ve got, if | remenber correctly, Exhibit 1.0
and various attachments to it.

MR. KAM NSKI : Yes.

JUDGE BRODSKY: Those are in Exhibit 1.07?

MR. RI PPI E: Yes, they are attachnments to the
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1.0.

JUDGE BRODSKY: Hearing no objections, AG 1.0 and
1.3 are admtted subject to cross.

MR. KAM NSKI: Thank you.

(Wher eupon, AG
Exhi bit Nos. 1.0 and 1.3 were
adm tted into evidence
as of this date.)
CROSS EXAM NATI ON
BY
MR. RATNASWAMY:

Q M. Effron, would you please direct your
attention to your rebuttal, Page 1, Line 19, through
Page 4, Line 7, please.

A Yes, | have that.

Q Okay. W thout trying to get into all the
details at the moment, would it be fair to say that
in that section of your testimny, you conpare Nicor
Gas' proposed rate base as presented in its rebuttal
testi mony, your proposal in rebuttal, and the rate
base that was approved in Nicor Gas' |ast rate case?

A What |'m doing here is responding to the
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conpany's rebuttal testimny, conparing the rate
bases being proposed by the various parties in this
case to what the Comm ssion approved in the 95-0219
docket .

And as part of that rebuttal testimony, | do
address the AG s proposed rate base in this case to
the rate base approved by the Comm ssion in the
conpany's | ast rate base case.

Q Thank you. And on Page 2, Line 11, do you
see a reference to a Schedul e B5?

A Yes.

Q Okay. l'd like to ask you to turn then to
Schedul e B5.

A Yes, | have that.

Q In addition -- | don't know if you have
t hese bound or not, but are you able to pull out a
copy of your Schedule B? You can | ook at both.

A. Yes, | have my Schedule B

Q Okay. Would you agree that on Schedul e B5,
Colum 3, AG s proposed -- sorry. Hol d on one
moment , please. Actually, let nme ask you this.

On Schedul e B5, Column 3, do you see -- is
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that the AG s proposed position in this case?

A

Q

Yes.

Okay.

On Schedule B, the colums aren't

nunmbered, but the third columm of numbers, do you see

The colum on Schedul e B, which colum?

The | ast one on the right.

also the AG s proposed position?

Why don't they match?

That's why |I'm puzzl ed.

I may be | ooking at the wrong

pl ant in service nunmber, gross plant

t hat ?
A
Q
A. Yes.
Q | s that
A. Yes.
Q
A. They do.
Q Okay.
version.
correct
service?
A

As | explained in the testinmny, I

reclassified certain of the accounts on ny

Schedul e B5 to conport with the Comm ssion's

presentation in

you' | |

Q

see t hat

Okay.

docket -- in the 1996 case,

the bottomline is the sane.

VWhich is the

in

but
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A So some of the lines m ght not match exactly

because | reclassified the construction work in

progress to conport with the Comm ssion's

presentation in the conpany's | ast
But the bottom |ine matches.
Q Okay. | see. Thank you.
sorry, B footnote 4 under Sources,
A Yes, | do.

Q Okay. And there's three

rate base case.

On Schedul e Bl --

do you see that?

| i nes of

note 4.

And the second of those lines, do you see it refers

to testimony of M. Merzwa and it's followed by a

nunber ?

A. Yes.

Q Okay. What is that number?

A 173396, 173, 396.

Q Okay. In your direct testinmony,

direct -- could you |l ook at your direct

Page 9, Line 8, please.
A. Yes.

Q Okay. Do you see there

coul d |

testi nony at

Lines 7 to 8, a

reference to the accunul ation of M. Merzwa's three

adjustments to gas and storage?
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A |'mreferring now to my Page 9, Line 8 of ny
direct testinmony?

Q Yes.

A Yes, | see the reference to M. Merzwa's
proposed adj ust ment.

Q Okay. So at the time of your direct
testimony, the amount of M. Merzwa's adjustnment to
gas and storage, as you understood it, was
164, 770, 000.

A. Yes. It was the adjustment necessary to
bring the gas and storage to the negative 66, 053, 000.

Q Okay. Going back to your Schedul e B where
in note four you're referring to testinony of
M. Merzwa, and you have the amount of his
adj ustment as 173,396, 000, does that appear anywhere
in his narrative of M. Merzwa's testinony?

A | don't recall as | sit here. It was the
adjustment, again, necessary to bring the end result
to the $66, 053, 000 negative in the far right-hand
colum. Since the conmpany's starting position
changed from the original to rebuttal testimny, the

necessary adjustment to achieve the same end result
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changed.

Q Okay. If you could go -- all right. So in
including both M. Merzwa's testimony and the
schedul es thereto, would you agree, just |ooking at

t hat, you cannot come up with this 173,396, 000

nunber ?

A. "Il accept that. Again, | think the
number, as | recall, was -- that he was proposing was
the negative 66 mllion. So it was whatever

adjustment that was necessary to achieve that anount.
So in that regard, the 173 mlIlion m ght not be in
his testinony.

Q Okay. If you go up one line, you refer
to -- this is in Schedule B again -- effective rate
desi gn change and you cite Nicor Schedule B-2.2. Do
you see that?

A. Yes.

Q Do you see an amount there of 17,977,0007?

A Yes.

Q Okay. Is that the number that Nicor Gas
proposed in rebuttal?

A The number in rebuttal m ght have changed
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some. | don't think it changed very much, if it did.

Q Okay. Is $8 mllion very much?

MR. KAM NSKI : Do you have the citation that
you're referring to in the Nicor rebuttal?

MR. RATNASWAMY: | f you could | ook at
M. Gorenz' rebuttal, 26B, his attachment 26B. 1,
Schedules Bl and B2 -- | think I've got those.

(Di scussion off the record.)

MR. RATNASWAMY: Here is one.

THE W TNESS: Actually, | do have that
BY MR. RATNASWAMY:

Q Okay.

A. My understanding was the 8.6 mllion, that
was an adjustment to the company's original position
for the total gas and storage, not the adjustnment to
their original adjustment, if you understand what |'m
sayi ng.

The 8.6 mllion isn't an adjustment to the
17.9 mllion. It's an adjustnent to the total gas
and storage, which is different because -- sone of
that m ght pertain to the 7.8 mllion; but, again, nmy

recollection is that that was a fairly m nor part of
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it.

Q Okay. Thank you. Now, would you agree that
with regard to the gas and storage adjustments of
M. Merzwa that you incorporate into your
cal cul ation, that your testimony is not intended to
provi de any i ndependent support for those
adj ust ment s?

A That's correct.

Q Al right. Wuld you turn to your rebuttal
Schedul e D, please, D as in dog.

A | have Schedul e D.

Q Okay. The words -- well, would you agree
that this is essentially broken into two parts, one
| abel ed conmpany position and one | abel ed AG position?

A. Yes.

Q Okay. \When you refer to AG position, are
you relying entirely on the testimny of CUB and
Cook County State Attorney's Office witness
M. Thomas?

A Yes.

Q Okay. Is M. Thomas testifying on behalf of

the Attorney General's Office?
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MR. KAM NSKI : "' m sorry. Could you repeat that
guesti on.
BY MR. RATNASWAMY:

Q s M. Thomas testifying on behalf of the
Attorney General's Office?

A. You'd have to ask the Attorney General that.

Q Well, so when you say AG position here, what
do you nean?

A Well, the attorneys asked that |
i ncorporated the recommendati on of Mr. Thomas into my
cal cul ation of the company's revenue deficiency or
revenue excess.

Q Okay. And would it be fair to say, just as
with M. Merzwa's adjustments, that your testimony
is not intended to provide any independent support

for that of M. Thomas?

A. It would be fair to say that, yes.
Q Coul d you please turn to your -- still
sticking with rebuttal -- Schedul e A. | f you could

| ook at the final colum | abel ed, Proposed Position.
Ils that the Attorney General's Office's proposed

position?
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A | believe it is, yes. It's the revenue
excess that | cal cul ated. | believe that's the
Attorney General's position.

Q Well, would you be nore confortable if |

referred to it as your proposed position?

A. It isn't my proposed position because |'ve
i ncorporated recommendati ons that |'m not sponsori ng.
It's the number that | cal cul at ed.

| guess you could refer to it that way, but
you'd have to understand that it relies on positions
of other witnesses that |I'm not offering any -- an
i ndependent support for.

Q Okay. W th regard to the first line of the
final colum, the rate base figure of 4,021,505, 000,
besi des relying on M. Merzwa's three proposed
adjustments to gas and storage, does that figure rely
on the testinony of any other w tness besides
yoursel f?

A. | accepted an adjustment to the construction
work in progress, not subject -- |'m sorry,
construction work in progress subject to AFUDC in the

testimony of -- | forget whether it's
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M. O Connor or M. Gorenz, but | accepted that. But
with that addition, the other adjustments are m ne

Q Okay. Did you review all of Mr. Merzwa's
testi mony?

A. " m sorry?

Q Did you review all of M. Merzwa's
testimony in this docket?

A | | ooked at it. | don't know whether you'd
characterize it as a review. | read it over, not in
any depth, though.

Q Okay. Do you recall whether he had one
ot her proposed adjustment to rate base?

A. It's my understanding that he did.

Q To what extent, if any, is his proposed
adjustment relating to the subject of the
uncol | ecti bles reserve incorporated in your
cal cul ations?

A It isn't.

Q Okay. As to Line 2 of Schedule A rate of
return, again, that is the figure proposed by
M. Thomas; correct?

A His proposed position, correct, yes.
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Q So is it fair to say that for both elements
of the calculation of the operating incone
requi rement, you are relying at |east in part on the
testi mony of another witness whose testinony you,
yoursel f, do not support?

A. Yes.

Q Do you -- with regard to the conpany's
adj ustment to gas and storage that you referred to a
few m nutes ago, do you recall that being associ ated
with a proposed rate design change?

A. Yes.

Q As you sit here right now, do you recal
whi ch rate design change that is?

A. | believe it related to a rate design change
for the transportation customers -- and |I'm
par aphrasing now, putting this in ny own ternms --
where some of the gas and storage that had been the
responsibility of those transportation customers
woul d revert to Nicor.

Q And is it fair to say that in your rebutta
on that subject, you're indicating that your

testimony takes no position on whether that
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adj ust ment has been correctly cal cul ated by the

conmpany?
A. That's correct, yes.
Q I f we can go back to Schedule B, please, of

your rebuttal.

A Yes, | have that.

Q In the conmpany position colum, in the row
entitled Cunul ated Deferred Income Taxes, would you
agree that the conpany figure for ADIT incorporates
its forecasted resolution of the Section 263A issue
of $66, 563, 000?

A. Yes, it does.

Q Okay. Do you have an understandi ng of --
' m sorry. Let me back up.

Are you famliar with Section 263A of the
| nt ernal Revenue Code?

A. | ' m generally famliar with it. | haven't
commtted it to menory.

Q ' m not seeking to elicit a |egal opinion.
l'"monly trying to find out if you have an
under standi ng as a nonl awyer. Is the gist of the

263A i ssue about when taxes will be paid?
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A That's the gist of the issue in this case
yes, yes. The conmpany seens to think it will be paid
Sept ember 30th, 2005. And | consider that forecast
to be specul ative.

Q Okay. | actually meant to step back one
st ep.

The election itself under 263A, do you have
any understandi ng of whether the gist of the election
is to determ ne whether certain taxes will be paid at
one time or another tinme?

A. Utimtely, that's the effect of it. But by
deducting those expenditures currently, it
accel erates the tax deduction to the time that the
expendi tures are actually made as conpared to
capitalizing the expenditures, treating it as part of
t he depreciable plant for tax purposes, and recording
a | arger tax depreciation over tine.

So, ultimately, yeah, it's a question of
when the taxes are paid, yes.

Q Okay. Would -- do you recall when the
conpany made the 263A election?

A. | believe it was 2002.
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Q Okay.

A M ght have been 2001, but | think it was
2002.

Q Okay. Would you agree that at the time of
the election -- |I'msorry. | hope you woul dn't agree
with this. It would be wrong.

Woul d you agree that the effect of the
el ection, as of the end of 2004, Decenber 31st, 2004,

was to increase ADIT of the company by $133,032,557?

A. That's what the company has cal cul ated, yes.

Q Do you differ with that cal cul ati on?

A. | have no reason to.

Q Do you have any understandi ng about whet her
the election was, in fact, an election in a sense so

the company could make a choice of what to do?
A Well, they did it and they hadn't been doing

it before. So in that regard, it's an election.

Q Okay.
A. When | say they did it, | mean they decided
t o deduct those expenditures currently. I n addition,

there was a fairly large catch-up provision for what

was capitalized previously and what was deducted for
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taxes in that year.

Q Woul d you agree that the conmpany's proposed
resolution -- estimated resolution, if you want to
call it that, is within a few thousand doll ars of
bei ng exactly half of the $133 mllion figure that
you referred to earlier?

A lt's approximately half of the total, yes

Q Okay. So would you agree as to your
Schedule B, Columm 1 on the accunul ated deferred
income taxes line, that if you back out of that
figure there both the conpany's estimted resol ution
of the issue and you were to assume the conpany never
made the election in the first place, that the ADIT
figure would be roughly $67 mllion | ower?

A | haven't actually done that cal cul ati on.
|'"d have to think about that for a m nute because if
the election to make those deductions hadn't been
made in 2002, then the amount capitalized and
appreci ated woul d have been greater in the
intervening years and that m ght provide some offset
to the number that you just mentioned. But it would

probably be sonmewhere in that rough nei ghborhood,
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t hough.

Q Did you review the conpany's confidenti al
response to AG Data Request 1.20 and its corrected
response, which |I believe have been admtted into
evidence as AG Exhibit 13?

A Yes, | did.

Q Woul d you agree that that response is
consistent with the calculation that | just suggested
to you, again, as a response and a corrected
response?

A. It seems to be, yes.

Q Okay. Would you agree that each doll ar
decrease -- |'m sorry.

Is ADIT a subtraction fromrate base?

A It's a deduction to rate base, yes. It's a
deduction fromthe plant in service included in rate
base. So the larger the ADIT, the smaller the rate
base. That's generally the way it --

Q Essentially dollar for dollar?

A. Yes.

Q And the direction of it, thus, is if ADIT

goes up, rate base goes down?
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A As a general matter, yes.

Q So if you would turn back to your
Schedul e B5, please.

A. Yes.

Q Woul d you agree that, all else being equal,
if we reverse out of the conpany proposed position
its estimated resolution of the 263A issue, and we
reversed out the election itself, that the conmpany's

proposed net rate base in Schedule B5 would be

approxi mately $66 and a half mllion higher?
A. Sure.
Q | f you could turn back to your narrative

rebuttal testimony, Page 4, please.
By the way, do you have a copy of

M. O Connor's testinony that you referred to there?

A | do not have that in front of ne.

Q Do you recall the calculation -- | don't
mean t he specific numbers, but do you recall the
cal culation that Mr. O Connor made to which you were
responding? I|I'msorry. To be fair, there's actually
two different cal cul ations referenced there.

A Yeah. Are you referring to Lines 14 through
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20 there?

Q Yes.
A. | generally recall it, yes
Q s it fair to say that, although you do not

agree with the implications of the cal cul ati ons, you
do not disagree with M. O Connor's cal cul ations
t henmsel ves?

A | do not see anything wong with his
arithmetic.

Q | f you could turn to Page 6 of your
rebuttal, Lines 4 through 10.

A Yes.

Q Woul d you agree that when Nicor Gas prepared
the plant forecast that it presented in its case,
that it started with 2003-year-end plant and then
devel oped a forecast through the end of 2005?

A. That is generally correct, yes.

Q When you say generally correct, do you have
any exception in mnd?

A None that come to mnd as | sit here.

Q Woul d you agree that the effect of your

proposed adjustment to gross utility plant is to
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reduce the forecasted figure that Nicor Gas presented
till the end of 2005 based on the variance between
its forecast and its actual figure as of the end of
20047

A. That's all part of it. | began with the
bal ance as of December 31st, 2004. And then
cal cul ated the bal ance as of December 31st, 2005,
based on the three-year average of the additions to
it at the time fromplant. That's what | did.

Q Ri ght. | was trying to distinguish between
the two adj ustments. I|"m sorry for any confusion

One of your adjustnments is based on a

t hree-year average of net additions -- one of your
pl ant adjustments, and the other is based on vari ance
at the end of 2004; is that right?

A | guess you could characterize it that way.
There's one adjustment to plant that has two el ements
to it.

Q Okay. Does your testimony, either direct or
rebuttal, present any analysis of the cause or causes

of the variance that occurred at the end of 200472

A. No.
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Q | f you could turn to the next page of your
rebuttal, please. And, in particular, | believe it
is Lines 8 through 10. And I1'd like to ask you --
not the one about net additions, but gross additions.

Wth regard to gross additions to plant,
woul d you agree that in each year from 2000 to 2004,
the gross anmount of capital additions increased?

A There were slight increases, yes, much | ess
than the company was forecasting as increases in
2004, 2005. But there were increases, yes.

Q Woul d you agree that from 2000 to 2004, the
conpany's gross plant increased every year?

A. ' m sorry. I f I could have that question
agai n.

Q Woul d you agree that each year from 2000 to
2004, the conpany's gross plant increased?

A | would be shocked if it didn't. There wl
be some additions to the plant every year.

Q Okay. Would you agree that from 2000 to
2004, the conpany's net plant increased every year?

A. | woul dn't be surprised if that's correct as

well. And | don't recall, 1 haven't gone back and
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checked the earlier years, but | wouldn't be
surprised if there was an increase.

Q If I could direct your attention to the
sentence that appears on Lines 12 to 13 of that sane
page, you state, The conmpany has done little to
explain the reasons for the increase it is
forecasting for 2005. |Is that --

A. Yes.

Q When you refer there to explanations the
company has or has not offered, is your statenent
limted to the testinony the conmpany has presented or
does it also include the conpany's Part 285 filing?

A. It would include everything.

Q Okay. Can we take it fromthat that you've
reviewed the entire Part 285 filing?

A | reviewed the parts that | believe were
relevant to the issues |I'm addressing in ny
testimony. There were probably matters on things
| i ke rate design, class cost of service, and those
things that | didn't review.

JUDGE BRODSKY: M. Effron, speak into the m c,

pl ease.
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BY MR. RATNASWAMY:

Q Do you recall the company's Schedule F47?

A. Not as | sit here right now.

Q Woul d you agree -- do you know whose
schedule that is?

A. | can't cite you schedul es by chapter and
verse, no.

Q Okay. Do you recall an attachment to
M. D Allessandro's direct testimny about major
capital additions since the conpany's |last rate case?

A. Yes.

Q Woul d you agree that the company produced
approximately, in its Part 285 filing, 700 pages of
wor k papers in support of that schedul e?

A | can accept that, subject to check.

Q Do you have any other -- any understanding
of whether Part 285, in addition to containing filing
requirements, also requires the utilities to make
documents available at its offices?

A | can't characterize that as | sit here. |t
m ght .

Q Okay. Do you agree that you never asked to
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see any such docunments?

A | don't recall asking for that.

Q Okay. Did you visit the company's offices?

A No.

Q Woul d you agree that the company's Part 285
filing included, among ot her things, capital budgets
by month from January 2002 through 200- --

December 20057?

A | don't recall the years exactly, but that
sounds right.

Q Okay. And woul d you agree that for each
mont h, the capital budgets were broken into
approxi mately 50 categories of capital investment?

A. Again, | accept that subject to check.

Q Okay. And -- well, do you recall reading
t he roughly 50-page | ong single-spaced document
entitled 2005 Budget Process Docunentation that was

included in the very same work papers?

A. As | sit here, | can't cite you everything
that | reviewed. | m ght have.
Q When you refer -- |I'm sorry. | f you could

turn to the next sentence of your rebuttal where you
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refer in part to the demonstrated tendency of the
conpany to overestimte capital additions as
established by Staff, do you see that?

A Yes, | do.

Q Are you referring there to M. Griffin's
proposed adjustment based on a six-year average of
budget versus actual capital variances?

A |'"'mreferring to M. Griffin's testinony,
yes.

Q Okay. Are you referring to anything else?

A. Not hi ng that cones to m nd. It would be
M. Griffin's testimony.

Q Okay. Do you agree that he used a six-year
average of 1998 through 2003?

A. Yes.

Q But you used a three-year average of 2002
t hrough 20047

A. Well, they were different averages. Hi s
average was a conparison of budgeted to actual
capital spending. And my three-year average was a
t hree-year average of the actual plant additions.

Q Woul d you agree mathematically that if,
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hypot hetically, the Conm ssion were to agree with
both adjustments, it would have to make sonme
corrections to avoid double counting?

A. Yes. You can't just make both adjustments
and put one on top of the other. There will have to
be some reconciliation between the positions to make
sure there wasn't a double counting. | would agree
with that.

Q How cl osely did you study M. Griffin's
testimony?

A. | read it. | didn't commt it to menory.

Q Did you read any of his data request
responses on his proposed adjust ment ?

A. | believe | read sone of them

Q Do you recall a data request response in
whi ch he indicated what would be the results of his
met hodol ogy if he had chosen periods other than
Six years?

A. | vaguely renember.

MR. RATNASWAMY: This is already in evidence as

Ni cor Gas Exhi bit 54.
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BY MR. RATNASWAMY:

Q Do you recall seeing this before?

A | m ght have. | can't say for sure whether
| saw it before or not.

Q Woul d you agree that if M. Griffin had
chosen a three, a two, or the nost recent year --

t hree-year average, two-year average, or the nost
recent year -- that his methodol ogy woul d not have
supported the conclusion that the conmpany

overesti mates capital additions?

A. That goes a little farther than what it says
here. It just has some nunbers. And as one would
expect, if you use different periods, you would come
up with different averages for those different
peri ods.

And if there were a three-year average or
t wo- year average or using the nost recent year, it
says here the numbers would have been positive rather
t han negative. It doesn't say anything about
supporting his adjustment or not. It also notes that
if he used a four or five-year average, it would

still be negative.
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Q So is it your testimony that his
adj ust ment -- proposed adjustment supports the
concl usi on that appears on Lines 13 through 16 of
Page 7 of your rebuttal, even though using the sanme
met hodol ogy, a three-year average, a two-year
average, or the nost recent year would have resulted
in a positive rather than a negative figure?

A Well, just to be clear, what | state on
Lines 15 and 16 are my testimony. That's not
anything that I have any reason to believe that
M. Griffin has a position on one way or the other.

Q Okay.

A. And with regard to the statement at Lines 13
t hrough 14 or the clause in Lines 13 to 14, regarding
t he denmonstrated tendency of the company to
overestimate capital additions established by Staff,
based on his review, M. Griffin determned that a
Si X-year average was appropriate, and | accepted
t hat .

Obvi ously, if something other than a
Si x-year period were used, we would have a different

resul t.
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Q Do you know whether M. Griffin exam ned the
causes of the variances in those years?

A | don't recall. | believe he did some
review of the causes, but that's a question that
woul d be better directed to M. Griffin than to me.

Q Woul d you agree that if he did not perform
any analysis of the causes of the variances, that his
proposed adjustment is | ess probative?

A | woul dn't agree with that, no.

Q Do you have an opinion as to whether it
woul d be a better methodol ogy to performthe
adjustnment in the manner that he did with an
exam nation of the underlying causes of variances or
wi t hout ?

A | don't suppose it would hurt to perform an
exam nation of the underlying causes as you
characterize it, but there obviously were reasons why
the actual spending was | ess than the forecast. And
unl ess that difference was caused by sonething that
was a real outlier, a one-time, nonrecurring abnormal
event that was conpletely unlikely to occur again,

" m not really sure what additional value a detailed
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anal ysis of the reasons for the difference between
actual and budgeted spending woul d add.

That's one of the reasons you use an average
goi ng back five or six years; so the variances wll
even out over some reasonabl e period, and any unusual
effects would tend to cancel each other out.

Q Did you read the rebuttal testimony of

M. Gray?

A Yes, | did.

Q | guess | would know that by | ooking at the
next |ine.

If | could direct your attention to Page 10

of your rebuttal, Lines 16 through 20.

A. Yes, | have that.
Q Do you see a reference to the conpany having
reduced its proposed -- or excuse ne, estimated

resolution of the outconme of the 263 issue by
approxi mately $18 mllion?

A Yes.

Q Okay. Would you agree, in fact, that that
reduction was a correction?

A Yes, that's my understanding. It was a
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correction to the original adjustment the company

proposed.

Q l'd like to switch over to the
uncol |l ecti bl es percentage -- using that term
| oosely -- loss ratio.

Woul d you agree that the percentage figure
that Nicor Gas was using in its accounting, not just
in the case, but in its accounting at the end of
December 2004 was 1.39 percent?

A. | believe that's what the conpany st ated. I
have no reason to dispute that.

Q Okay. Simlarly, would you agree that as of
the end of March 2005, the company in its accounting,
not just in the case, but in its accounting was using
the figure of 1.42 percent?

A Again, | have no reason to dispute that.

Q Okay. Would you agree that the method that
Ni cor Gas uses to calculate that percentage is
different than the method you enployed in your
Schedul e C- 2A?

A lt's somewhat different. It's simlar but

di fferent.
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Q Did you review the rebuttal testimny of

Ms. Ebrey?
A Yes, | did.
Q Do you recall whether she withdrew a nunber

of proposed adjustments to the company's revenue
requi rement?

A lt's my recollection that she did, yes

Q Do you have a recollection of whether sone
of those adjustments would increase the revenue
requi rement and some woul d decrease it?

A. | recall that there were certainly some that
woul d i ncrease; that withdrawi ng that had the effect
of increasing the revenue requirement. | don't
recall, as | sit here, any that she wi thdrew that by
doi ng so woul d decrease the revenue requirement, but
it's possible.

Q If I could switch now to the topic of
incentive conmpensation. Wbuld you agree that a
wel | -run business can include incentive conmpensati on
as part of its enployees' conpensation packages?

A. Yes.

Q Now, | et me give you a hypothetica
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guestion, please. Let's assume the conpany were to

hire ten accountants and it were -- and they were to
be hired on an annual salary of $50,000 a year. This
is not going to be a math project, | hope not. And

t hat that was a base pay anount that was consi stent

with the relevant | abor market and at times being at

t he medi an of that market. Are you with me so far?
A | think so.
Q Okay. And let's assume -- | woul d hope you

woul d assume the accountants are doing sonething
useful in terms of enabling the company to perform
back office work that enables it to provide tariff
services.

A. Presumably, that's why they would be hired.

Q Okay. Now, at this point in the
hypot hetical, just based on the facts you've heard so
far, is there any fact which suggests to you that
were the conmpany to file a rate case, some of the
costs of these enpl oyees' base pay shoul d be
di sal | owed?

A Not that |I've heard.

Q Okay. Are you famliar with the term
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"present val ue?"

A. Yes.

Q Let's suppose that hypothetical is all same
facts except 10 percent of the enpl oyees' expected
conpensation is incentive conpensati on.

MR. KAM NSKI: Clarification. Are you saying the
expected conpensation is still the $50,000 you said
bef ore?

MR. RATNASWAMY: Yes.

BY MR. RATNASWAMY:

Q | f you wanted to determ ne whether those
costs should or should not be recoverable in a rate
case, would | be correct to assume that you woul d
want to know -- | mean, you, M. Effron -- that you
woul d want to know what are the triggers and key

performance indicators of that incentive compensation

cl ai n?

A. Yes.

Q In terms of financial triggers, would it
make any difference to you whether -- |I'm sorry. |
| use the term "financial trigger"” in this context,

do you understand that term?
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A Well, it's kind of a general term | woul d
interpret that to mean triggers such as earnings per
share or return on equity, something of that nature.

Q Okay. Suppose that the financial triggers
were set so low that it was sinmply the conpany had to
earn net operating income of $1, would you stil

guestion the recovery of those incentive conpensation

expenses?
A That's kind of a difficult hypothetical. I'n
that situation, first |I'd probably have to

i nvestigate what the purpose would be establishing a
conpensation plan that was supposedly based on
incentives if virtually nothing had to be done to
trigger the incentives. So wi thout knowi ng all the
particulars, it's kind of hard to respond to that in
a definitive way.

Q Okay. Would you agree that the outconme of
the two different hypotheticals in terms of how much

t he enpl oyees get paid is identical?

A. ls -- I"msorry --
Q | s identical. |In one, they get $50,000 base
pay. In the other, they get 45, plus essentially a

1160



10

11

12

13

14

15

16

17

18

19

20

21

22

certain 5 on top of that?

A Assum ng you were starting with a profitable
company. And to make it unprofitable would al most
t ake sonme kind of affirmative effort. | n substance,

t he compensati on would be the same.

Q Let's suppose that it's a little |ess
fanciful, the trigger, and it's not $1, but it's some
hi gher amount that is still very close to being
certain to achieve. And let's suppose that the
company offered you as the explanation for that
trigger that it simply didn't want to have to pay the
money in case sone very unlikely adverse business
results occurred. Would the recovery of the
incentive compensation in that hypothetical trouble
you?

A Again, it's kind of hard to respond to all
t hese hypotheticals just on the spot without having
time to consider the pros and cons. Again, it sounds
| i ke you have a situation where the so-called
incentive utility was alnost nore of a formality than
a substantive award for achieving certain goals.

Q Let's go back to the hypothetical. The
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enpl oyees are given the choice of $50,000 in base pay
or $45,000 of base pay with an incentive compensation
programthat could pay as little as zero or as much
as 10 with 5 being the nmost |ikely outcome, and the
empl oyees, because they're apparently not risk
takers, all choose the incentive conpensation

appr oach.

Now, let's say that it ends up being 5 and
al ong comes a rate case and the company proposes to
recover what it actually paid those enmployees. Wuld
any amount of the recovery of the incentive
conpensation trouble you?

A. It's possible. To the extent that that
$5, 000 were rewarded for the purpose -- rewarded as a
result of having achi eved what the conpany determ ned
to be a reasonable return on equity, for exanple,
reasonabl e operating income, reasonabl e earnings per
share, to nme, in that situation, the sharehol ders
should be the ones who are willing to reward the
empl oyees for having done so.

If the enpl oyees are working to achieve a

goal that benefits the sharehol ders, then the
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shar ehol ders should be the one that rewards them for
it.

Q Did you review the order in the company's
| ast rate case on the subject of incentive
conpensation?

A. Some time ago | did.

Q Okay. How well do you recall it?
A. So- so.

Q Okay.

A | generally recall it.

Q Do you recall that the incentive

conpensati on program expenses were allowed in the
revenue requirement?

A. In that case, nine years ago, that's ny
recol l ection. It's also ny understanding that there
have been several cases, other conmpanies since then
t hat have had different incentives.

Q Sure. And did you testify in |ICC docket
01-0423 which is the Comonweal th Edi son Company nost
recent delivery service rate case?

A. Yes.

Q Woul d you agree that the Comm ssion in that
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case approved $35 mllion of incentive conpensation?

A | would have to go back and review that.
That case had a fairly long history, as | recall.

Q Do you recall -- and I'"m not trying to test
your recollection. But do you recall whether one of
the reasons the incentive conpensati on program
expenses was approved in the |ast case was because
the Comm ssion concluded that the conmpany's enpl oyees
had reduced -- had been nore efficient in response to
t he progranf

A. | think the Comm ssion order would speak for
itself on that. | don't think my characterizing of
what the Conmm ssion said or didn't say in that
regards as | sit here would really add anyt hing.

Q In terms of things that benefit the
shar ehol ders, does the fact that something m ght
benefit the sharehol ders necessarily mean it doesn't
benefit ratepayers?

A. Not necessarily. It can possibly mean that,
but there are certain goals that would probably
benefit sharehol ders and ratepayers.

Q Woul d one obvi ous one be cost reduction?
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A. Yes.

Q In the scenario where the incentive
conpensati on program key performance indicators are
tied to cost reductions which would benefit both
sharehol ders and ratepayers, do you have an opinion
as to whether all, some, or none of the program costs
should be allotted a revenue requirement?

A It generally has been ny testinony that if
it's a chief cost reduction -- and I shoul d add,
wi t hout comprom sing the quality of service at all,
that it is not an unreasonable position to include
that in the cost of service.

MR. RATNASWAMY: | have no further questions.
Thank you, M. Effron.

JUDGE BRODSKY: The conmpany asked you a question
about if the workers had elected an incentive
conpensati on programthat had a vari abl e payout as
opposed to a fixed base rate salary, and had
suggested that the m ddl e outcome of the incentive
conpensation was the nost |Iikely to be recovered, and
then the thrust of the question was what if the

conpany then asked to recover that amount in a rate
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case.

Sim | ar hypothetical: Wuld your opinion
change if the company proposed to recover the entire
cost of the incentive conmpensation program and the
payout remai ned uncertain?

THE W TNESS: Again, ny recollection, based on the
hypot hetical as it was structured, the reward would
be based on achieving sone financial goal

| f the full amount of the potential award
was achi eved based on reaching some financial goal
then | would say it would be nmore questionable to
i nclude anyt hing above the medi an because they're
achieving a financial goal on behalf of the
shar ehol ders.

And if anybody is going to reward them for
achieving the maxi mum financial goal, it should be
the sharehol ders, not the custonmers.

JUDGE BRODSKY: Okay. Any follow-up on that?

MR. RATNASWAMY: | think just one question.
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FURTHER CROSS EXAM NATI ON
BY
MR. RATNASWAMY:

Q In terms of the word "financial goal" that
you were just using, were you using that termin a
way that woul d exclude cost reductions?

A. | was using the word generally. It woul dn't
affirmati vely exclude cost reductions, but it would
be achi evement of a financial goal regardl ess of
whet her there were cost reductions or not.

MR. RATNASWAMY: No further questions.

JUDGE BRODSKY: Redi rect ?

MR. KAM NSKI: Can we have a moment, please.

JUDGE BRODSKY: Sur e.

(Di scussion off the record.)

MR. KAM NSKI: Just one |ine.

REDI RECT EXAM NATI ON
BY
MR. KAM NSKI :

Q M. Effron, do you recall being questioned

by M. Ratnaswamy about whether you supported the

testi nony of wi tnesses M erzwa and Thomas regarding
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those issues that were used in your final nunmber for
the testinony?

A. Yes, | recall that.

Q And in your answer to that, was your
intention to indicate that you had no opinion
regardi ng that testimny?

A My intention was to indicate that | wasn't
of fering any independent support of that testinony.
| didn't mean to inmply that | wasn't supporting that
testimony in the sense that | m ght have sone
gquestions about it. It was that | wasn't offering an
opinion on it or offering any independent support as
to revenue requirements of that testinony.

MR. KAM NSKI: Thank you. That's all 1 have.

JUDGE BRODSKY: Anyt hing further?

MR. RATNASWAMY: Unfortunately, | have some
recross. l'"d like to mark this as Exhibit Number --
| believe it's 54. May | approach the witness? Oh,
| ' m sorry, 55. | apol ogi ze.

MR. KAM NSKI : | believe this is already in the
record as an attachment to the testimony.

MR. RATNASWAMY: As an attachnment ?
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MR. KAM NSKI : | believe so.
MR. RATNASWAMY: M. Effron's own testinony or

someone el se's?

MR. KAM NSKI: No, to one of the Nicor w tnesses.
MR. RATNASWAMY: Oh, even better.

MR. KAM NSKI| : Part of Exhibit 26B. 3.

MR. RATNASWAMY: Thank you, M. Kam nski. Calm
MR. KAM NSKI: Or .4, | believe.

MR. RATNASWAMY: Thank you.

RECROSS EXAM NATI ON
BY
MR. RATNASWAMY:

Q M. Effron, is anything you said on redirect
intended to now indicate that your testimony should
be understood to support that of M. M erzwa?

A No, no, not at all. | thought -- 1| intended
to say exactly what's in this response here; that I
am not providing any independent support, but that --

| just didn't want anybody to infer fromthat that --

t hat that meant | was not supporting it in the sense
that | had some questions or some opposition to it.
That's all | was trying to clarify.
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JUDGE ARI DAS: Is it fair to say you're neutral
for his testinmony?

THE W TNESS: It's very fair to say that.
BY MR. RATNASWAMY:

Q Okay. And the sanme as to Mr. Thonmas?

THE W TNESS: Yes.

MR. RATNASWAMY: Thank you. No further
guesti ons.

MR. KAM NSKI: Nothing nore for us, Judge

JUDGE BRODSKY: Thank you, M. Effron. We'll
take a 15-m nute break.

(Recess taken.)
JUDGE BRODSKY: Back on the record.
Call your next wi tness.

MR. FEI N: Yes, your Honor.

JUDGE BRODSKY: Was there a problen?

MR. Z| BART: | was going to introduce nyself.
Chri stopher Zibart of Foley & Lardner representing
Northern Illinois Gas Conpany. Thank you.

MR. FEIN: Constellation NewkEnergy Gas Division,
LLC, calls its next witness or first wtness

M. John M Oroni
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(W tness sworn.)

JOHN M ORONI ,
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:

DI RECT EXAM NATI ON

BY
MR. FEI N:
Q M. Oroni, could you please state your name

and spell your last name for the court reporter,
pl ease.

A John M Oroni, O-r-o0-n-i

Q And, Mr. Oroni, do you have before you a
document that's been | abeled CNE Gas Exhibit 1.0 that
is entitled the Direct Testimny of John M Oroni?

A Yes, | do.

Q And that document contains questions and
answers, 14 pages of questions and answers as well as
exhi bits, four attached exhibits; is that correct?

A. That's correct.

Q And was this document prepared by you or
under your direction and control?

A. Yes, it was.
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Q Do you have any additions, corrections, or
changes to make to CNE Gas Exhibit 1.07

A. No, | do not.

Q And if | asked you these questions that were
contained in your prefiled direct testinony, would
your answers be the same today?

A. Yes, they woul d.

Q Is the informati on contained in here true
and correct to the best of your know edge and belief?

A. Yes.

Q Do you al so have before you a docunent
entitled CNE Gas Exhibit 2.0 entitled the Rebuttal
Testi mony of John M Oroni?

A. Yes, | do.

Q And was this document prepared by you or
under your direction and control?

A. Yes, it was.

Q And this document has 34 pages in questions
and answer format, as well as supporting attachnments,
Exhibits 2.1, 3.6; is that correct?

A. That's correct.

Q Do you have any changes, corrections, or
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additions to make to your prefiled rebuttal testinony
in this proceeding?

A No, | do not.

Q If | asked you the questions contained in
CNE Gas Exhibit 2.0 today, would your answers be the
same as they were in the prefiled testimony?

A. Yes.

Q s the informati on contained herein true and
correct to the best of your know edge and information
and belief?

A Yes.

MR. FEIN:. Wth that, subject to cross
exam nation, Constellation NewEnergy Gas woul d nove
for the adm ssion of CNE Gas Exhibit 1.0 and
Exhi bit 2.0 and tender the witness for cross
exam nati on.

JUDGE BRODSKY: Any obj ection?

MR. ZI BART: No objection, your Honor.

JUDGE BRODSKY: Those are adm tted subject to

Cross.
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(Wher eupon, CNE Gas
Exhi bit Nos. 1.0 and 2.0 were
adm tted into evidence

as of this date.)

JUDGE BRODSKY: And you may proceed.

MR. Z| BART: | believe I"'mthe only one with

Cross exam nati on.

CROSS EXAM NATI ON

BY
MR. Zl| BART:
Q Good morning, M. Oroni
A. Good morni ng.
Q You described in your testimony that you
performed a bill conmparison in some of the CNE Gas'

custoners to see what the increase in rates m ght be.

Do you remember that?

A.
Q
customer,
A.
Q

A

Yes.

You didn't do a conparison for every CNE Gas
did you?

No.

And you're not a statistician, are you?

No. Engi neer by educati on.
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Q So you didn't do like a statistically random
sample or anything like that?

A. No. We did an analysis that tried to
envel ope our custonmers.

Q Okay. So the 30 percent increase that you

found is for the CNE Gas custoners that you chose to

conpare?

A. That's correct.

Q You al so mention in your testimony -- you
tal k about Rate 81 and the cancell ation of that. Do

you remember that?

A. Yes.

Q And you nmentioned that Rate 81 was a
pronmotional rate to encourage the use of natural gas
for on-site electric generation?

A. That's correct.

Q Do you know whet her that pronmotional rate
was set bel ow the company's cost of service?

A. | do not.

Q How many customers does CNE Gas serve that
t akes service under Rate 817?

A. | don't know the exact number offhand. And
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we' d al so consider that information proprietary and
confidential to the conpany.

Q You said in your testimony that the
customers who take service under Rate 81 needed to
invest in certain equipnment. Do you remember that?

A. Yes.

Q And you have no evidence of how nuch noney
any particular customer has spent; is that fair?

A. No, not specifically.

Q You offered the opinion in your testinony
t hat Ni cor Gas' proposed rates would place the State
of Illinois at a conpetitive di sadvantage with ot her
| ocations; right?

A. Yes, | believe so

Q And do you recall being asked in a data
request to provide your study or analysis that backed
up that statenment; do you recall that?

A. Yes.

Q And, in fact, you prepared no study or
anal ysis of gas prices in various states that support
t hat statement; isn't that true?

A. That's correct.
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Q In fact, you'd agree, wouldn't you, that a
customer's decision to |locate its business -- or to
rel ocate its business would depend on a number of

factors, not just the price of energy; right?

A. That's correct. Energy woul d be one of the
factors.
Q And so would the enmpl oyment pool, | abor

costs, land or |ease costs, taxes, transportation
access, availability of raw materials, those would
all be in there; right?

A. Correct.

Q Now, over the course of your experience with
different LDCs -- and you understand by that | mean
| ocal distribution conmpanies?

A. Yes.

Q You' ve had the opportunity to conpare or
eval uate what's good or not so good in various

compani es' tariffs?

A. Primarily within the State of Illinois,
correct.
Q And when the Illinois Comerce Comm ssion is

eval uating Nicor Gas' tariffs and charges, you're of

1177



10

11

12

13

14

15

16

17

18

19

20

21

22

t he opinion, are you not, that the Comm ssion should
| ook at the whole tariff, all of its provisions to
see if it's reasonabl e?

A. Yes.

Q And if you want to conpare the tariff of one
utility to the tariff of another utility, again,
you'd want to conpare all provisions, wouldn't you?

A. Yes.

Q Some m ght be nore favorable in one area and

others mght not; is that fair?
A. That's potentially correct, yes.
Q Now, you made a couple of specific

suggestions for changes in Nicor Gas' tariffs,
haven't you?

A. Yes.

Q You would like to see Nicor Gas accept

i ntraday nom nations; right?

A That's correct.

Q And you would like to see Nicor Gas
elimnate the 50 customer limt on groups; is that
ri ght?

A. That's correct.
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Q Both of those tariff changes would, in your
view, be more advantageous to suppliers |ike CNE Gas?

A. And to custonmers.

Q Now, in your testimony -- and this is on
Pages 14 and 15 of your rebuttal testinony -- you
provided a list of utilities that allow intraday
nom nati ons presently. Do you remember that? Do you
have that before you?

A Yes, | do.

Q And your |list doesn't say what the other
provi sions of their tariffs are, does it?

A. No, it does not.

Q You're just focusing on that one issue on
Pages 14 and 157

A. That's correct.

Q And so one wouldn't know just readi ng your
| ist whether one of these utilities you've listed
here offers intraday nom nations because it requires
suppliers to match deliveries to the customer's use
on a daily basis?

A. No.

Q But if you wanted to look -- if you wanted
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to know that, you'd have to | ook at the company's
tariff, wouldn't you?
A That's correct.
Q And, in fact, isn't that exactly the case
with Baltimre Gas & Electric, that they offered
i ntraday nom nati ons because they require suppliers
to match deliveries to the customer's use on a daily
basi s?
A That | do not know.
Q But if I wanted to know it, | would | ook at
the tariff, wouldn't 1|7
A That's correct.
MR. ZI BART: Your Honor, | believe our next
number is Nicor Gas No. 56.
(Whereupon, Nicor Gas
Exhi bit No. 56 was
mar ked for identification
as of this date.)
BY MR. ZI BART:
Q M. Oroni, you have in front of you what has
been marked for identification as Nicor Gas

Exhi bit 567
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A Yes, | do.
Q And what is that
A

briefly,

Company f or

This appears to be, just

atariff fromBaltimre Gas & Electric

Schedul e DSG.

Q

docunment ?

| ooking at it

delivery of service gas suppliers

And can you turn to the fourth page of

which is -- | guess it's actually

Do you have that

A

Q

t he headi ng Determ nati on of

Yes, |

Okay.

in front of you?

do.

t hat,

| abel ed Page 72.

And in the mddle of that page under

this tariff says, For

Schedul es D and C,

customers served under

supplier's daily requirement

the Daily Requirement,

shal |

be determ ned each day by the conpany based on the

custonmer's connected | oad and expected use of

equi pnment .

A

Q

ones Oon your

is that

A

Yes.

Do you see that?

And Baltimre Gas & Electric is one of

right?

One of

list for

many,

t he

accepting intraday nom nati ons;

correct.
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Q Let's take a | ook at your list of utilities
that don't limt the size of groups. And | think
that's on Page 20 of your rebuttal testinony.

A. Okay.

Q And | see on your list SemCo. Do you see
t hat one there? That's S-e-mC-o.

A. SemCo?

Q Yeah.

A. Correct.

Q And do you know how many customers they have
in their customer choice progranf

A No, | do not.

Q Were you surprised to learn that it's only
200 customers total ?

A. Honestly, no.

Q Okay. And what about Levo Gas & Electric,
do you know how many customers they have in their
progrant

A No.

Q Woul d you be surprised to learn that it's
only 1207?

A. No.

1182



10

11

12

13

14

15

16

17

18

19

20

21

22

Q And do you know how many customers Ni cor Gas
has in the customer select progrant

A No. We don't participate in the customer
sel ect program

Q M. Oroni, I'd like to ask you a
hypot heti cal question. Wbuld you assune that
elimnating the 50 customer limt on groups woul d
increase Nicor Gas' cost of service. Do you have

that in m nd?

A. Can you repeat that again?
Q | want you to assume that elimnating the 50
customer limt on groups would increase Nicor Gas'

cost of service.

A. Okay.

Q Okay. G ven that hypothetical, how should
Ni cor Gas recover those increased costs if the 50
customer Ilimt is elimnated as proposed?

A. | guess without seeing specifics, it would
probably come via charges to transporters

Q Now, Mr. Oroni, at the present time, CNE Gas
does not | ease any storage capacity from Nicor; isn't

that true?
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A. That's correct.

Q And at the present time, CNE has no plan to
begin | easing storage capacity from Nicor; is that
correct?

MR. FEI N: | would object to the question. The
guestion calls for obviously conpetitively sensitive
informati on.

JUDGE ARI DAS: Sust ai ned.

BY MR. ZI BART:

Q CNE Gas does not have any arrangenments for
current storage capacity with any interstate
pi pelines; is that correct?

MR. FEIN: Sane objection, your Honor.

JUDGE ARI DAS: Sust ai ned.

BY MR. ZI BART:

Q And am | correct that CNE Gas has purchased
no peaking service over the last five years?

MR. FEIN: Sane objection.

JUDGE ARI DAS: Sust ai ned.

MR. ZI BART: Well, your Honor, |'m not sure
whet her | understand why any of these are
conpetitively sensitive. Il mean, we're talking about
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being -- tal king about very general sort of yes or no
whet her they do it in total, but | suppose we could
offer to do it in canmera.

MR. FEIN: That would be fine. If the conpany
wants to go in camera, that's fine. I think it
speaks for itself that this is seeking conmpetitively
sensitive business information. And | still don't
know t he relevance of it either. It hasn't been tied
to anyt hing.

JUDGE ARI DAS: Do you have a long |ine of

gquesti oni ng?

MR. ZI| BART: No. In fact, those are it. Those
are it. |*ve now conpleted it. So those are the
guesti ons.

JUDGE ARIDAS: All right. We'Il go in camera.
Do you have -- you have much nmore cross, right?

MR. ZI| BART: No. | think that's going to be the

end of ny cross.
JUDGE ARI DAS: Okay. Let's do that now then.
JUDGE BRODSKY: So, once again, anybody who is
not a signatory to the proprietary information,

pl ease, exit the room
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JUDGE ARI DAS: That appears to be everybody.

(Di scussion off the record.)

JUDGE ARI DAS: Let's proceed in camera with the

same questions.

(Wher eupon, the follow ng

proceedi ngs were had in canera.)
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